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I,

OATH OR AFFIRMATION

PERRY STONE , swear (or affirm) that, to the b"est of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

STONE SECURITIES CORPORATION i

, as

of DECEMBER 31 , 20 06 , are true and correct. I further swear (or affirm) that

neither thé company nor any partner, proprietor, principal officer or director has any proprietary interest in any accfount
o
classified solely as that of a customer, except as follows: ’

1

This report ** REITS saek all app]icable boxes):

= 1) She

Signature ]
PRESIPENT ‘

Title

ch\isaﬂs
r:mueS

[ (a) Facing Page

O

0am

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}{3). ,

{b) Statement of Financial Conditicn.

(c} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital. .

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. v

{g) Computation of Net Capital.

(h) Cemputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3. ‘

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. .

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3' and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to mcthods of
consolidation. Co

(1) An Oath or Affirmation. ;

(m} A copy of the SIPC Supplemental Report, 1

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Independent Auditor’s Report

To the Board of Directors of
Stone Securities Corporation
Boston, Massachusetts

We have audited the accompanying statement of financial condition of Stone Securities

Corporation, (the Company) as of December 31, 2006 and the related statements of income,
changes in stockholders’ equity, and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934, These ﬁnancml statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
f1nanc1al statements based on our audlt

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit ihcludes examining, on a test basis, evidence supporting the amounts ‘and disclosures in the
financial statements. An audit also - includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the dveral_l financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Stone Secuntles Corporation as of December 31, 2006, and the results of its
operations and their cash flows for the year then ended in conformity with accountlng principles
generally accepted in the Umted States of America. -

Our audit was conducted for the purpose of formmg an opinion on the ba31c financial statements
taken as a whole. The information contained in Schedules I and I is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relatlon to the basic financial
statements taken as a whole.

é(.w M«M PL’LL

B Brace & Sussman, PLLC
. Certified Public Accountants

Londonderry, New Hampshire
February 23, 2007 ' -




STONE SECURITIES CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
~ ASSETS

Cash
Cash and securities segregated under federal and other regulatlons
Receivable from broker-dealers ' :
Securities owned:
Marketable, at market value .
Memberships in exchanges: .
Owned at adjusted cost (market value $10 000)
Equipment, __at cost, less accumulated depreciation of $37,537

: '_I'gtai Assets

LIABILITIES AND SHAREHOLDERS' EQUITY

LIAB]LIT[ES
Accounts payable accrued expenses, and other liabilities

Tot_al liabilities

SHAREHOLDERS EQUITY:
Common stock, no par value, 1000 shares authorized,
issued and outstanding
Additional paid in capital
Retamed earmngs

Total sharcholders equ1ty

Total liabi.lli.tes,and shareholders’ equi-ty

The accompanying notes are an integral part of these financial statements.

$ 110,205
5,960
9,675

© 311,799

10,000

1436

$ 536,075

$ 126,069

126,069

- 238,813
171,193

" 410,006

§.536075




STONE SECURITIES CORPORATION
+ STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2006

. Revenues:

.- Commissions . ,
Net investment gains (losses) -

- Other income o
Interest and dividends

‘Total revenue

Expenses:
Employee compensation and benefits
- Commissions, floor brokerage, and exchange fees
Communications, occupancy, and equipment rental
(Other operating expenses 4

Total expenses

Net income before taxes

State excise tax -

Net income

!

The accompanying notes are an integral part of these financial statements.

$ 1,174,578

10,680
10,372
7,814

$ 1,203444
$ 451,954
160,071

8,033
575,570

581

$ 7,235



STONE SECURITIES CORPORATION
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2006

Additional A
Common " Paid in Retained - ‘
Stock - "~ Capital Earnings - Total
Balance at January 1,2006 $ - . % 93813  §$163958 - § 257,77
* Additional paid in capital L 145,000 145,000
Netincome - . 7235 . 7235
Balarice at December 31,2006 = § - $238813  $171,193  $ 410,006

The accompanying notes are an integral part of these financial statements. .




STONE SECURITIES CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:

Net income '

Adjustments to reconcile net income to net cash provided by operatmg activities:
Deprecnatlon .
I.ncrease in cash and securities segregated under regulations
-Decrease in due from broker-dealers
‘Increase in marketable securities

- ‘Exercise of warrants

Decrease in other receivable
Increase in accounts payable, accrued expenses, and other habllltles

. Total_ adjustments
. Net cash used by operating activities

Cash flows from investing activities:
None

Cash ﬂows from financing activities
Capltal contributions

Net decrease in cash

Cash at beginning of the year

 Cash at énd of the year

Supplemental cash flow disclosures:
Interest payments
Income tax payments

Disclosure of accounting policy:

$ 7235

1,241
(5,960)
7,945
(162,137)
3,300 -
5,662

. 98927

(51,022)

(43,787

145,000

101,213
8,992

$110,205

$ - 581

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturlty of three months or less to be cash equwalents Money

market accounts are not considered to be cash equwalents

The accompanying notes are an integral part of thes‘e financial statements.




STONE SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

'DECEMBER 31, 2006

. 'NOTE 1- SIGNIFICANT ACCQUNTI_NG POLICIES
f,Org'anization

- The Company was organized as a Massachusetts corporatlon on October 31, 1991, for the purpose
- of domg business as a broker- dealer in securities, and provider of financial services.

E o -Revenue and Expenses

. Commiission revenue and related expenses are recogmzed on the accrual b3815 using the settlement
date.

Property and Equipment

Propei'ty and equipment are recorded at cost. The cost of maintenance and repairs are charged to
. -expense as incurred. Major improvements to property and equipment are capitalized.

. Depreciation is computed using the straight-line method over the esumated useful lives of the

- - assets. Depreciation expense for 2006 was $1,241.

) '.Marketable Securities

Marketable securities are.valued at market, cost is determined on the specific identification

method; realized and unrealized gains and losses are reflected in revenue. Securities transactions

. of the Company are recorded on a trade date basis. At December 31, 2006 there was an
“unrealized gain of $12,574. ' : ‘

- Use of Estlmates

L The preparation of financial statements in confomnty with accountmg pnnCIples generally accepted

. in the United States of America requxres management to make estimates and assumptions that
... affect the reported amount of assets and liabilities as of the date of the financial statements. and the
" treported amounts of revenues and expenses durmg the reportmg penod Actual results could dlffer

fr0m those estimates.

' Excnange Memberships

..+ Exchange memberships are recorded at cost or, if an other than temporary impairment in value has
incurred, at a value that reflects management’s estimate of the impairment. '




STONE SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2006

Allowance for Bad Debts

~ The Company considers accounts receivable to be fully collectible; accordingly, no allowance for
. doubtful accounts is required.

' Compensated Absences .

Employees of the Company are entitled to pald vacatlon pald sick days, and personal days off
depending on job classification, length of service, and other factors. It is impractical to.estimate the

) amount of compensation for future absences, and accordingly, no liability has been recorded in the
, accompanying financial - statements. The Company’s policy is to recogmze the costs of
-I'compensated absences when actually paid to employees

'NOTE 2- . INCOME TAXES

The company is an S corporation for federal and state income tax purposes. Accordmg}y, income
-and losses flow directly to the shareholders, and taxes are paid at that level. The state of

Massachusetts imposes an excise tax on S corporatrons which is reflected in the income statement

NOTE3- NET CA_PITAL_

As a broker dealer, the Company is subject to the Securities .and Exchange Commission's
regulations and operating gu1dehnes which require the Company to maintain a specified amount of

* net capital, as defined; and a ratio of aggregate indebtedness to net capital, as derived, not exceedmg
“15to 1. The Company’s net capital, as computed under 15c3-1, was $377,383 at December 31,
2006, which exceeded required net capital of $250,000 by $127,383. The Ratio of aggregate

mdebtedness to net caplta] at December 31, 2006 was 33 41%.

" -NOTE 4- . CASH AND SECURITIES SEGREGATED UNDER FEDERAL AND OTHER
- REGULATIONS

Cash of $5,960 has been segregated ina Specral reserve bank account for the beneﬁt of customers
under Rule 15¢3-3 of the Secuntres and Exchange Comrrussron '

NOTE 5- CONCENTRATION OF CREDITRISK

~ The Company is engaged in various tradmg and brokerage activities with counterparties. In the

event counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the mstrument It
is the Company’s policy to review, as necessary the credit standing of each counterparty with
which it conducts business. : ‘




STONE SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2006

NOTE 6- PROFIT SHARING PLAN . L o

The Corporation has a quallﬁed profit sharing plan that covers substantlally all full-time
employees meeting certain eligibility requirements. The annual contribution is determined by the
Management and is limited to amounts allowed under provisions of the Internal Revenue Code.
The conmbutlons to the plan were $43 851 for the year ended December 31 2006.




STONE SECURITIES CORPORATION
SUPPLEMENTARY SCHEDULES

. DECEMBER 31, 2006




SCHEDULE 1

STONE SECURITIES CORPORATION

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2006

- AGGREGATE [NDEBTEDNESS
Accounts payable, accrued expenses, and other llabllmes

TOTAL A_GGREGATE INDE_BTEDNESS
NET CAPITAL: --. .

Additional paid in capital
Retained earnings

ADJUSTMENTS TO NET CAPITAL:
Receivable from broker-dealers over thirty days
Furniture & equipment
Membership in 'exc_hange
‘Haircuts

Net capital, as defined

MINIMUM NET CAPITAL REQUIREMENT
NET CAPITAL IN EXCESS OF REQUIREMENT

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPTIAL

$ 126,069 |

'$ 238813
171;193 -

410,006

“(9,578)

(1,436)
(10,000)
f’(1 1,609)

8 377,383

250,000

$ 127,383

- 33.419%




STONE SECURITIES CORPORATION

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

ANNUAL
FINANCIAL

~.. STATEMENTS

AT
12/31/06

'$ 410,006

21,014
11,609

32,623

(X-17A-5) '
AT DECEMBER 31, 2006
SCHEDULE I (CONTINUED)
. FOCcus’
REPORT -
PART TIA
QUARTER ENDED ’
. 12/31/06 ADJUSTMENTS '
COMPUTATION OF NET CAPITAL
Total ownership equity from , . T
statement of financial condition $ 416,456 $§ - (6450)
Dédﬁctions 5nd/or charges:
. Total nonallowable assets
. from statement of financial . ' o
-. . rcondition . © 22,255 . (1,241)
Haircuts on securities 12,163 (554)
Lo Total deductions - 34,418 ' (1,795)
Net capital $ 382038 5 (4655

$ 377,383




FINANCIAL ANIj OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER |Stone Securities Corporation - - | as of December 31, 2006

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
{See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit batances and other credit balancesin customers” security

2CCOUNts (568 Note A, EXAIDI A, RUIE 1563-3) v osssssssssssssrresmes e S [4340]
2. MWonies borowed coflateralized by securities carried tor the accounts of

customers (see Note B) ... 4350
3. Monies payable against customers securities Iuaned (see Nute C) 4360
4. Customers’ securities faited to receive (see Note D) ... 4370
5. Credit balances in firm accounts which are attributable to prlnmpai sales to customers .. 4380
6. Market value of stock dividends, stock splits and similar distributions receivable outstandlng

over 30 calendar days .... 4390
7. **Market value of short secunty cuunl dlﬁerences over 30 calendar days old 4400
8. **Market value of short securities and credits (not to be ofiset by logs or by :

debits} in all suspense accounts aver 30 calendar days ... % W
9. Market valug of securities which are in transier in excess ol 40 calendar days and have not been

confirmed 1o be in transfer by the transier agnet or the issuer during the 40 days ..., 4420
10. Otmer (Lisyy SOMMission Recapture 5.270| 4425
T8 TOTAL CREDITS oot et e e $ 9,210[ 4430}
DEBIT BALANCES
12. **Debit balances in customers' cash and margin accounts excluding unsecured accounts and

accounts doubtiul of coflection net of deductions pursuant to Note €, Exhibit A, Rufe 15¢3-3........ $ Iﬁo—l
13. Securities borrowed to effectuate short sa'es by customers and securities borrowed 1o make

delivery on customers’ securities failed to deliver ... 4450
14. Failed to deliver of customers’ securities not older !han 30 calendar days 4460
15. Margin required and on deposit with Optigns Clearing Corperation far all opllon cumracts

written or purchased in customer accounts (SEENODIE F) ...t mrsisse e ] 4465
16. Other (List). .. et et AR s e et st e ans s e cene e TR 4469
17. **Aggregate debrt rlems SO T O STETCOT ORISR R PO PRI 4470
18. **Less 3% (for alternative method onty-see Rule 15c3 1(!)(5)(0 e e b et ettt eee s menannrenee | )1 4471
19. “*TOTAL 14¢3-3 DEBITS $ 0] 2472
RESERVE COMPUTATION
20. Excess of total debits over total credits (Jine 19 less line 11) ... -;95 4480
21. Excess of total credits over total debits (line 11 1855 N8 19) ..vevvvnecconnrcerinenane 5,210 4400
22. If computation permitted on a monthly basis, enter 105% of excess or total credlts over totar debns 5,471/ 4500
23. Amount held on depasit in "Reserve Bank Account(s),” including value of qualified securities, at end 01 repnmng penod 5,960 4510
24. Amount of deposit {or withdrawal} inciuding

$ m value of qualified securities... [7556]
25. New amount in Reserve Bank Account(s) after adding deposit or subtractmg wnthdrawal mcludlng :

$ rﬁ] vatue of QUANHIBE SEEUMTIES ...ttt sttt stesasb ettt s ene e O 4530
26. Date 0 JBPOSE {IMMODYY) ..o ettt e ssa st £ 1 £ 85845424ttt sS04 e s b0 4540

FREQUENCY OF COMPUTATION

27. Dailyyp [4332] weekly 4333 | Monthly [4334]

** Inthe event the Net Capital Requirement is computed under the alternative method, this “Reserve Formula® shall be prepared in
accordance with the requirements of paragraph (f) of Rule 15¢c3-1.

SEC 1695 (07-02) 17 of 28




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

: * . i
BROKER OR DEALER |Stone Securities Corporation | as of December 31, 2006

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued}

EXEMPTIVE PROVISIONS :
28. If an exemption from Rufe 15¢3-3 is claimed, identify below the section upan which such exemption is based (check only ong} |
A, (ky{1) — $2,500 capital category as per Rule 15¢3-1 . SOOI - . 3 | 4550
B. (K){2}{A} — "Special Account for the Exclusive Benefit of customers mamtamed .| 4560
C. {K){2){B) — All cuslomer Wransactions cleared through another broker-dealer ona 1u||y msc'msed basns
Name of clearing firm¥, [4_33—ﬂ © | 4570
D. {k}{3) — Exempted by 6rder OF the COMIMHSSION ...........vcuvuiereeseessieee s barssese s moesesssms st et seess vt bbes st et e st st e . | 4580

State the market valuation and number of olems of: i

‘ 1. Customers’ fully paid securities and excess margin securities not in the respondent’s possesion or control as of the report date i

' {for which instructions to reduce to possession or control had been issued as of the report date) but for which the required '
action was not taken by respondent within the time frame specified under Rul 15¢3-3, Notes Aang B ..., $ 4586
A. Number of items ... .. 4587

2. Customers’ fully paid secumles anc BXCess Margin securities for whtch mstmctluns to ;educe possessmn or conkml had not
heen issued as of the report date, excluding items arising from “temporary Jags which result from normal business operations”

as permitted under Rule 1563-3. NOES B, G aNA D ... cees s s smasess s e . 8 " [4588
AL NUITIDEE OF HEITIS . evcevioetsommeemrees e etssmessmess e s eeemsmsesaras s s s 5 e e 15 e 11 % L4589
OMIT PENNIES
3. The system and procedures ulilitzed in complying with the requirement to maintain physical possession or control of ;
customers’ fully paid and excess margin securities have been tested and are functioning in a manner adequate to
futfiil the requIremMENts of RUIE 1563-3 ......oocoiveeeoceceoeomss s cscreseesseseneessees YES [4584] Mo [ 4585

Bl

NOTES

A-—Do not inciude in item one customers’ fully paid and excess margin securities required by Rule 15¢3-3 to be in possession or control but for which no action was
required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rule 15¢3-3. i

B S5{ale separaiely in response to items one and two whether the securities reporied in response thereto were subsequently reduced o possession or contro! by the
respondent.

C—Be sure to inctude in item two only items not arising from "temporary lags whu:h result from normal business operations” as permitied under Rule 15¢3-3.

D—ltem two must be responded fo only with repost which is filed as of the date sefected for the broker's or dealer's annual audit of financial staternents, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this report. This
information may be required on a more frequest basis by the Commission or the designated examining authority in accordance with Rule 172-5{a}(2)(iv). s

|

SEC 1695 (07-02) 19 of 28




BRACE & SUSSMAN, PLLC
Gertifod Rty Alcountants

I 2 PARMENTER ROAD LONDONDERRY, NH 03083 . TEL. (6031 4371910
: ’ : FAX (BO3) 437-3876

Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

" Board of Directors
Stone Securities Corporatlon

In planning and performing our audit of the financial statements and supplem_e_ntal schedules of
Stone Securities Corporation (the Company) for the year ended December 31, 2006, we
considered its internal control, including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opmlon on the ﬁnancnal
statements and not to provxde assurance on the 1ntemal control. : '

- Also, as required by rule ]7a'-5(g)(]) of the Securitics and Exchange Commission (SEC), we

- have made a study of the practices and procedures followed by the Company including tests of

. compliance with such practices and procedures that we considered relevant to the objectives
stated in rule 17a- S(g) in the following: :

1. Making the periodic computation of aggregate indebtedness (or aggregate debits) and
net capital under rule 17a-3(a)(11) and the reserve required by rule 15c3-3(e)

2. Making quarterly securities exammanons counts, verifications, and compansons and
the recordatlon of differences requlred by rule 17a-13 -

3. Complying with the requirements of prompt payment for securities nnder Santion 8 of
Federal Rescrve Regu]atlon T of the Board of Governors of the Federal Rcserve
System -

4. Obtammg and maintaining physical possession or control of all fully pald and €xcess
margin securities of customers as requ1red by rule 15c3 3 o

The management of the Company is responSIblc for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulﬁllmg this
responsibility, estimates and judgments by management are required-to assess the. expccted
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of mtemal control and the
practices and procedures are to provide management with reasonable but not absolute’ assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with .
management’s authorization and recorded properly to permit preparation of financial statements
in conformity with accounting principles general accepted in the United States of America. Rule




}7a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
" conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control

that might be material weaknesses under standards established by-the American Institute of
Certified Public Accountants. A material weakness is a condition in which design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
error or fraud in amounts that would be matertal in relation to the financial statements being
audited may occur and not be detected within a umely period by employees in the normal course
of performing their 3531gned functions. However, we noted no matters involving the internal
control, including control activities for safeguardmg securities, that we consider to be’ rnatenal
weaknesses as defmed above

We understand that practices and procedures that accomplish the objectives referred to in mé-

second paragraph of this report are considered by the SEC to be adequate for its purposcé‘. in
accordance with the Securities Exchange Act.of 1934 and related regulatlons and that practices and
procedures that do not accomplish such ObJCC{lVCS in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe the

Company’s practices and procedures were adequate at December 31 2006 to meet the SEC’s

objectives.

This report 1s intended solely for information and use of the Board of Directors, management, the
Securities and Exchange Commission, The National Association of Securities Dealers, Inc. and
other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in
their regulation of registered brokers and dealers, and is not 1ntendcd to be and should not be
used by anyone other than these speCIﬁed partles : *

i

Botas s Pardirian PUL

Brace & Sussman, PLLC .

Certified Public Accountants . o
Londonderry, New Hampshire ' .
February 23, 2007 S '
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